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To analyse the external emerging challenges and resulting market shifts where McDonald's is currently operating, the PESTEL (Political, Economic, Social, Technological, Ecological, and Legal) model serves as a critical tool to make informed decisions by navigating the complex external environments and capsulising opportunities and risks for the fast-food industry (Dinçer and Yüksel, 2019).
Political
	Political decisions are often made by government or impacted by government stability which are often beyond the control of the businesses, and they might have a good or detrimental impact on the business operation. 
· In the autumn budget, HM Treasury (2024) announced reforms to agricultural property relief, decreasing the inheritance tax from 40% to 20% on farms valued over £1 million starting in 2026. This policy has raised concerns among British farmers, who are integral to McDonald's supply chain. In consequence, McDonald's could benefit form this policy since its reliance on a thriving local farming sector.
· The UK government has introduced strict regulations on fast-food advertising, particularly targeting high-fat, salt, and sugar products (Department of Health and Social Care, 2024). These restrictions could impact McDonald's advertising opportunities with a ban on TV ads before 9 PM and limited promotion of HFSS food.
· In addition, the decisions made by McDonald's also have an influence on geopolitics itself. The most recent boycott of McDonald's is due to its perceived support for Israel in the war against Gaza (Newlands, 2024), which could impact its world reputation, especially in Muslim-majority countries.
Economic
The recent trend of minimum wages increases the cost of production, which the revenue increases could not cover. The highly standardised structure in the fast-food chain makes the wage rates of basic crew vigorously influenced by minimum wage levels in each region globally (Sainato, 2022). Hence, the global statistics, which will be used in the following analysis, could imply a similar circumstance in the UK. The research by Ashenfelter and Jurajda (2021) shows almost 50% of McDonald's basic crew rates would adjust to minimum wage level as it changes, indicating that the minimum wage is both the target McDonald's basic crew rates would approximate to and the rates would be accepted by employees. However, given the elasticity of McDonald's basic crew hourly wage concerning minimum wage level is 0.7, combined with a general price elasticity of 0.2 for wage increases, the price elasticity to the minimum wage of 0.14 shows that although McDonald's wages are near effective minimum wage, the marginal profit would decrease as the minimum wages increase since the price increases would barely cover 14% of labour cost increases. What's more, the minimum wage in the UK, as shown in Figure @, has a convex increasing trend with 9.8% and 6.7% increases in 2023/24 and 2024/25 respectively. On the contrary, the franchised revenue only increases by 9% and 1% in 2023/24 and 2024/25, resulting in a negative 3% increase in net income in 2023/24 (McDonald’s Corporation, 2025).
Figure	1
Actual and projected National Living Wage rates in The UK, 2019-2025
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Note. The national living wage is the minimum wage for UK employees aged 21 or above. Although the projected range was from £11.65/h to £12.18/h and is plotted in the graph, the actual National Living Wage is set to £12.21/h from April 2025. From What will the minimum wage be next year?, by Low Pay Commission, 2024.
	The UK's ongoing inflation and cost of living crisis have significantly impacted McDonald's operations and consumer behaviour. According to Figure @, although showing a decreasing trend, the UK's CPI remains the highest amongst EU, France and Germany, which could change consumer spending patterns and shift consumer's choices towards more budget-friendly options such as homemade food and supermarket meal deals.
Figure 2
UK inflation vs EU, France and Germany
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Note. The definition of the US HICP differs from CPI here and, hence, has limited comparability. From Consumer price inflation, UK: February 2025, by Office for National Statistics, 2025.
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